Background: To enhance the innovation activities at the firm level, government subsidies plays an important role. Objectives: The objective of the study is to explore whether firms in service sector that receive government subsidies engage more in marketing and organizational innovation activities than their counterparts. Second, focusing on the subsidized firms in the service sector, the impact of innovations (marketing as well as organizational) on firm performance-measured as the probability of submitted copyright applications by firms, has been analyzed. Methods/Approach: The propensity score matching approach and probit model have been used to analyze the innovation activities of subsidized and non-subsidized firms. The empirical analysis is based on the micro level data from Mannheim Innovation Panel, covering the Community Innovation Survey of 2011. Results: Empirical results show that public subsidy has a significant positive effect on marketing and organizational innovation. In addition, within the firms that have received government subsidy, the impact of only marketing innovation is found to be significant on firm performance. Conclusions: These findings employ that subsidized firms are more likely to perform better than their counterparts. Furthermore, public subsidy programs increase the probability of applying for a copyright in small and medium firms.
Introduction
Government funding policy for Research and Development (R&D) and innovation activities is an important phenomenon in most of the countries. The role of government to provide subsidy for business innovation is very influential because of technological innovation that contributes to growth in national competitiveness (Kim et al., 2016) . In modern economies, most of the countries have decided to correct for the existence of market failure by assisting business financed R&D through direct as well as indirect grants.
Several studies have shown the positive relationship between subsidy and innovation (Buson Piquer, 1991; Fernández et al., 1995) . Hall et al. (2009) point out that subsidy recipient firms boost the R&D effort. In addition, product innovation positively effects the firms' labor productivity while process innovation has a bigger impact through the associated investment. Li et al. (2010) analyze the Chinese provincial panel data for the years 2001-2008 and find that public R&D subsidies have a significant interval effect on firm's innovation performance. Some scholars argue that government supports to enhance firm innovation activities by providing soft loans, tax incentives and subsidies and it encouraging to the increased innovation activities at firm level (Beugelsdijk et and claim that around 81% of the existing studies on this subject either focused on product or on process or on both types of innovation activities.
A major part of the literature focuses on analyzing the impact of government subsidies on innovation in general, however, only few studies on this subject are available for the service sector. For instance, Czarnitzki et al. (2001) identify the relation among public R&D grants and innovation activities of German service firms and propose that innovation activities increase the company's success in applying for future R&D grants. However, the issue of marketing and organizational innovation in the service sector has not been considered. Later, Czarnitzki et al. (2002) examine the impact of innovation subsidies in German service sector and find that the recipients of innovation funding's have a remarkably higher innovation concentration as compared to non-recipients. Further, findings reveal that, on average, the innovation intensity of subsidized firms is almost six percentage points higher than that of nonsubsidized firms. Similarly, Liu et al. (2016) analyze the effects of different public subsidies including regional, national, and European funded programs on both product and process innovation and on export performance by considering small and medium enterprises in German manufacturing and service sectors. Using a panel data from Mannheim Innovation Panel (MIP) over the period 2001-2014, Liu et al. (2016) find that government financial support gives a higher innovation output, and in later years this reserved into an increase rate of export success. However, this relationship required the certain types of government support and it holds for some specific types of innovation output. Le et al. (2016) point out that R&D grant recipient firms from manufacturing and service sectors significantly increase the probability of patent applications during 2005 and 2009, however, no positive effect on trademark applications is found. Recently, Kim et al. (2016) reveal that in-house R&D activities are crucial factors in case of product innovation for both large as well as small medium enterprises in the Korean service sector suggesting that the government support program has a remarkable impact on product innovation.
From the thorough review of literature, it is observed that the impact of public subsidy on marketing and organizational innovation has been completely ignored in the existing literature, in particular with regard to the role of marketing and organizational innovation for the service sector. This motivates us to dig out this issue by providing a deeper analysis on firms that receive subsidies by focusing particularly on firms in the service sector. Specifically, the objective is to know if firms that receive subsidy engage more in marketing and organizational innovation activities than nonsubsidized firms. In addition, the impact of marketing as well as organizational innovation on firm performance (taking copyright as a proxy for firm performance) will be analyzed. To our knowledge this is the first study taking into consideration copyright as a proxy for the measurement of firm performance in the service sector. The empirical analysis is carried out using Mannheim Innovation Panel 2011 survey data and making use of probit and propensity score matching method (PSM). The treatment effects of public subsidy are estimated by comparing treated firms (the firms that receive subsidy) with untreated (the firms that do not receive subsidy). In addition, a probit model is used to access the effect of marketing and organizational innovation on copyright applications in services industries.
The remaining paper is laid as follows: Section 2 provides the literature review while section 3 discusses the econometric approach, data, and descriptive statistics of key variables used in the analysis. Section 4 elaborates the empirical results while the last section describes the concluding remarks and some policy implications.
Literature review
The government role in providing subsidies for business innovation is influential because technological innovation contributes to growth and national competitiveness (Branstetter et al., 2002; Kim et al., 2016; Le et al., 2016) . Romer (1989) considers innovation as an essential source of economic growth.
Nowadays, services play a key role in the economic development. Duchene et al., (2009) reveal that in the United States (US) and Europe (EU), the share of services is almost three quarters of total value added and it is still growing. In fact, a structural shift is observed from manufacturing to services in five economies including Poland, Slovak Republic, Czech Republic, Slovenia and Hungary (Hanzl-Weiss et al., 2010). Some other studies point out that due to relation of their competitiveness and profitability, the importance of service innovation has increased (see for example, Public subsidy for research and development is a representative incentive to enhance innovation activities at the firm level (Herrera et al., 2008) . Further, Bérubé et al. (2009) reveal that those Canadian firms that benefit from research and development grants as well as tax credits perform better in innovation activities (especially introduced the new goods to the market) than those firms that get benefit from R&D tax credits only. Similarly, Czarnitzki et al. (2011) elaborate that R&D tax credit has a positive impact on the number of improved products that introduced by the beneficiary firms in Canada. Bozic et al. (2016) compare the determinants of innovation activities of Croatian manufacturing and service SMEs and find that the recipients of public funding engage more into the product innovation in services SMEs than manufacturing SMEs while the public funding recipients from the manufacturing SMEs engage more in process innovation. Wang et al. (2017) analyze the impact of state innovation funding programs by the Chinese government on firm performance and find that grant recipient firms survive longer and do more patent than nonrecipients.
Considering previous studies, many scholars demonstrate that public subsidy has a positive influence on product or process innovation (see Czarnitzki Le et al. (2016) point out that R&D grant recipients increase the probability that a firm introduces new goods or services into the world market whereas its impacts on product and process innovation are comparatively weaker. It is argued that public subsidy has a significant impact on nontechnology innovation (organizational and marketing innovation).
Thus, based on the existent literature, following hypotheses are proposed and tested empirically: 2000) reveal that marketing innovation enhances sales by increase in demand for product consumption and this factor leads to an additional profit towards firms.
Note that, all studies mentioned above claim that R&D subsidy has a significant effect on firms' patent and innovation activities but do not provide any evidence on the effect of public R&D subsidies on copyright application activities of the firms. Additionally, most of the studies discuss about the effect of non-technological innovation on firm performance, sales, and/or technological innovation. However, none of these existing studies has focused on examining the impact of nontechnological innovations on firm performance in terms of probability of submitted copyright applications. This is what is considered in this study and the same issue is tested by formulating the following hypothesis:
Hypothesis 2 "Within the subsidized firms in the service sector, marketing as well as organizational innovation are positively associated with firm performance as compared to nonsubsidized firms".
In the existing literature, several studies use the number of patents and/or registered patent applications as a proxy to measure Innovation output or firm performance (Albors-Garrigos et al., 2011). Patent is a specific type of intellectual property right (IPR) usually used as a protection to the innovation. In addition, patents give a right on the creation of new work. It is difficult for a firm to get a patent and it is a costly as well as time consuming process. Rogers (1998) discusses the definition and measure of innovation at firm level, pointing out that a firm can use a patent up to 20 years. Copyright is also another type of IPR used to protect the original work of an inventor. Copyright applies automatically and legally protects the inventor normally till 50 years (Rogers, 1998) . Moreover, there is no need of registration of copyrights. For instance, copyright could be applied automatically on work, music, software, piece of written paper etc.
The present study focuses on the service sector firms only. Since the service sector includes several key industries including: "Whole Sale Services, Transport/Post Services, Media Services, IT Services, Financial Services, Technical Services, Business Services, R&D services, Firm Related Services, Banking and Insurance" and most of the service firms use copyrights to protect their innovation or creation of new work. So, the present study has a valid reason to use copyright as a measure of firm performance.
Methodology
Two routes are adopted to test each hypothesis. More specifically, the first hypothesis requires one to estimate the differences in outcomes among recipients of the government subsidies and non-recipients of subsidies. In the empirical analysis, in order to assess the public subsidy effect, it's very important to avoid the potential selection bias. Various econometrics methods can be applied to avoid the selection bias, including difference in difference (DID) estimation method, instrumental variables (IV) as well as matching method and selection model as well. However, the DID estimation cannot be applied for cross-sectional dataset. To correlate the treatment variables not the output variables, IV methods as well as selection methods require instrumental variables. Keeping the above mentioned points into account, the present study applies the matching method introduced by Rosenbaum et al. (1983) and developed by Heckman et al., (1997 Heckman et al., ( , 1998 . It is an advantage that a specific function form is not needed to be assumed in matching method while the addressing of endogeneity problem. To test the second hypothesis, probit regression is applied. This is because our output variable (copyright application) in the second hypothesis is a binary variable, so in this case Probit regression is the suitable method.
Matching Method
Following Caliendo et al. (2008) , the matching approach is described as follows: In a binary variable, the treatment indicator equals '1' if firms receive public R&D subsidy and '0' if firms do not receive public R&D subsidy. For each individual firm 'i', the potential outcomes is ( ). In this paper, is used in two different forms: (i) marketing innovation, and, (ii) organizational innovation. The treatment effect is described for every individual firm 'i' as follows:
It is important to note that the counterfactual outcome, (0), cannot be observed. Hence, estimation of is not possible and thus the estimation of average treatment effect (ATE) is needed. ATE shows the difference among the recipient and nonrecipient expected outcomes.
It is important to note that, ATE covers those firms as well for which there was no intention of implementing the program, and thus this measure may not be relevant. Thus, a new measure is needed that can estimate the impact on those firms for which the program is actually proposed. This new measure is called average treatment effect on treated (ATT) and can be explained as:
Note that, in (3) 
When the selection bias is zero, can be estimated accurately. The condition of zero selection bias does not hold in non-experimental studies, though it holds true in random experiments. To overcome the selection bias problem, conditional independence assumption (CIA) is needed and it is suggested by Rubin (1974) . CIA presumes independence of potential outcomes and recipients for firms that have the same exogenous variables X (those variables that potentially affect the receiving of public R&D support). The following expression grants permission of replacing counterfactual outcome for non-recipient's outcome when CIA holds (provided there does not exist any systematic difference between non-recipient and recipient):
This leads us to re-write equation (3) as:
As discussed above, in the present paper, is used in two different forms, a) marketing innovation b) organizational innovation. The ATT for 1 (marketing innovation) as well as 2 (organizational innovation) is given in equation (7) and (8) below:
The Matching Method approach (Rubin, 1974 ) is chosen to be used to analyse the difference in outcomes of non-recipients and recipients. Rosenbaum et al. (1983) propose the usage of the balancing property score approach to build a valid control group in case of several variate as in this case. Generally, it is not possible to match recipients and identical non-recipients. The present study uses three popular matching methods: a) kernel matching, b) nearest-neighbor matching, and c) radius matching. Kernel matching is a non-parametric approach which use the weighted average of all observations in the non-recipient (control group) to construct the counterfactual outcome. Kernel matching requires to select the kernel function as well as the bandwidth-the former is relatively less important than the latter which is crucial due to the trade-off among variance and bias of estimates, while small variance and large bias are induced in high bandwidth. The Epanechnikov's kernel function with 0.05 as bandwidth is used to match the recipients with the control group (the subsidized vs. non-subsidized firms). The nearest-neighbor matching identifies the nearest firms on the bases of propensity score. Selection of K imposes a tradeoff between bias as well as variance, where greater k guide to small variance and big bias. Based on previous literatures we select k=7. In radius method bad matches could be prevented through the selection of the level of tolerance at the maximum propensity score range and we use 0.05 as the level of tolerance. In the existing literature, no clear-cut matching method is superior, therefore, the empirical analysis is carried out through using three matching methods, and a comparison is also provided. The results of the propensity score matching method (kernel, nearest neighbor and caliper) retrieved from the probit model are provided in Table 4 -5 for small as well as for medium firms. The present study uses micro data of German service sectors firms from 2011 Mannheim Innovation Panel (MIP) survey organized by the Centre of European Economic Research (ZEW) with the cooperation of the German Ministry of Education and Research (BMBF). MIP survey collects information on innovation activities and R&D and it asks from the respondent firms if they have received any government funding for innovation as well as various sources of funding. All types of public R&D subsidies such as local, national, federal and EU level are considered. The analysis is done on subgroups of firms (small, medium and large) to get a deeper picture at the firm level. The discussion of relevant variables is provided in Table 1 .
Data and its Sources

Dependent and Independent Variables
The present study contains two parts of analysis one for each of hypothesis 1 and hypothesis 2. In the first part of analysis, the organizational innovations as well as marketing innovations are taken as dependent variables while subsidy is considered as an independent variable. For the second part of our analysis, firm performance is considered as a dependent variable, measured as the probability of submitted copyright application by firms due to new methods of marketing innovation or new organizational methods, while marketing and organizational innovation are independent variables. Table 2 presents the descriptive statistics for public subsidy recipients and nonrecipients in small medium and large firms in the service sector. It is noted that in subsidized firms, the average of marketing innovation, organizational innovation and copyright application are higher as compared to non-subsidized firms. The difference in average may be due to the selection bias which must be corrected while assessing the public subsidy effects.
Control Variables
Descriptive Statistics
Further, Table 2 shows the remaining variables as exogenous covariates X. In order to fulfil the conditional independence assumption, covariate X should contain those variables that have potential effect on receiving the subsidy. In the present study, the following variables are used as X: number of graduate employees, firm size (small and medium), service sector dummies and a dummy for Eastern Germany. The average number of graduate employees of public subsidy recipients is bigger than that of the non-recipients.
Besides examining the full sample, the effect of government R&D subsidy is also analyzed at different firm sizes (small, medium and large). As Kim et al. (2016) analyze the effect of R&D activities on product innovation in Korean service sector and find that for product innovation internal R&D activities are the most significant factors for large as well as small medium enterprise (SMEs). The same study also reveals that public funding programs have remarkable impact on product innovation but only in case of SMEs. Similarly, another Korean study investigate the effect of public financial support programs on innovation activities of SMEs and find that a significant relationship exists between public support programs and technological innovation (Doh et al., 2014) . Bozic et al. (2016) compare the innovation determinants in manufacturing as well as service sector among small and medium sized firms in Croatia. The results suggest that R&D matters for product innovation, however, firm size does not have any effect on both innovation types (i.e. product and process) in any of the sectors. Source: Authors' work
Results
The findings by the application of probit regression showing the impact of different variables is provided in Table 3 . More specifically, Table 3 provides findings for marketing and organizational innovation across different firm sizes (small, medium and large). It can be seen that the impact of government R&D subsidy on marketing and organizational innovation is positive and highly significant in small as well as in medium sized firms. This result indicates that in small and medium firm's subsidy significantly increases the likelihood that a firm performs marketing and organizational innovation. In case of large firms, it has an opposite but insignificant sign. The positive sign for large firms can be attributed to several reasons. One probable reason can be that the total number of firms among the large firms that receive subsidy is very low as compared to large firms that do not receive any subsidy (see Table 2 , only14 firms receive subsidy). Thus, the impact of subsidy may get diluted by the non-subsidized firms. In addition, graduate employees in small firms and media services in medium firms are positively associated with marketing and organizational innovation. The p-value of LR statistics is less than 1%, suggesting that all variables are jointly significant as well, both in small and medium firms. Thus, the first hypothesis holds for small and medium firms but it doesn't hold for large firms. These empirical findings are broadly in line with previous literature finding positive impacts of public R&D subsidy on product and/or process innovation (for instance, Czarnitzki 2016) showing that R&D matters for product innovation but firm size has no influence on both types of innovations in the manufacturing and service sector. In contrast, in this study, firm size matters. Further, Bozic et al. (2016) elaborate that marketing innovations are less likely to introduce in services firms that operating in technology intensive sector and new services are more likely to promote in service sector. However, our results suggest that small as well as medium service firms are more likely to introduce new marketing and organizational innovation). Note: Standard errors are in parentheses; ***, ** and * respectively denote significance at 1%, 5% and 10% significance level Source: Authors' work Tables 4 and 5 present the estimation results from matching methods (kernel and nearest neighbor and radius). In table 4 the first part shows the results from kernel matching and the middle part displays the K-nearest neighbor matching method results. Finally, the last part describes the findings of radius matching, whereas unmatched explains the difference in marketing and organizational innovation between non-recipients and recipients before matching and ATT (estimated via propensity score matching) shows the average treatment effect in the treated observations. The fourth column of Table 4 shows the average of marketing and organizational innovation which receive the treatment (subsidized firms) while the fifth column exhibits the control group (non-subsidized). The sixth column presents the difference among fourth and fifth column while the seventh column contains standard error of the differences. Whereas, the t-value for the equivalence of difference in average among two groups are presented in the last column.
Empirical Results
Overall, subsidy has a significant as well as positive effect on marketing innovation for small and medium sized firms. Since the number of subsidized firms is low for large firms (only 14 firms have received subsidy), so the overall impact of subsidized firms gets diluted in case of large firms. The results of kernel, nearest neighbor and radius matching suggest that the effect of subsidy on marketing and organizational innovation is positive and significant for small firms while in case of medium firms this is true only for organizational innovation.
In sum, selection bias is corrected through propensity score matching methods (i.e., kernel and nearest neighbor and radius). In all matching methods the estimated average treatment effect on treated (ATTs) is statistically significant and positive for the case of small firms for both marketing and organizational innovation, whereas in case of medium firms this again holds for organizational innovation only. These results imply that R&D subsidy effects vary with the firm size. Similarly, results are in line with Bronzini et al. (2016) , revealing that in small firms R&D support program has remarkable effect on the number of patenting applications in subsidized firms. In addition, empirical results are in line with Le et al. (2016) indicating that public R&D grant reception has differential effect in small to medium firms. 
Test of Balancing Property
As explained in section 3 above, one must check that the means of covariates should not differ statistically significant from the zero among recipient as well as non-recipient groups. Matching estimates can be considered as reliable if the means of covariates do not differ significantly. Table 6 presents the mean covariates of every group before and after matching, and in addition it provides the t-test for mean sample values across the two groups along with the corresponding p-value. Most importantly, among recipient as well as non-recipient, before matching (the unmatched), the means of many covariates differ statistically. In the unmatched case, the findings show that in both groups (treated as well as control groups) usually do not have the same characteristics. However, after matching (in all methods), the mean difference among non-recipients and recipients is equal in all covariates, lending support to the null hypothesis of equality of means across the two groups. Table 7 reports the results of mean and median biases (before and after matching using all matching methods) along with some additional statistics including pseudo R 2 and LR statistic for joint significance along with its p-value. It can be noted that, after matching, the mean as well as the median bias decrease considerably in all matching methods. Since pseudo R 2 is very close to zero, the matching may be considered as successful. The p-value of LR statistic is also zero lending support to a successful matching.
Overall, these statistical findings strongly support the validity of propensity score matching results reported. 
Effects of Marketing and Organizational Innovation on Firm Performance
This section provides results and discussion related to the second hypothesis presented in Table 8 . The estimation is done by employing Probit regression and developing several models (Model 1-6) with and without using control variables to see the detailed and clear picture of the results. This hypothesis requires to shift focus only to those firms that have received subsidy. For this, firm performance is considered as a dependent variable measured via copyright-proxy for firm performance-a categorical variable that takes a value of '1' if firm uses a copyright application and zero who did not use copyright application. The independent variables include marketing and organizational innovation along with various controls (see Table 1 ).
Since the dependent variable is categorical, so the probit model is ideal in the present situation. It is important to note that these regressions (Model 1-6) use aggregate data (combining observations for small and medium firms) and we do not run regressions separately for small and medium firms, as earlier done in case of first hypothesis. If the focus is on estimating two separate regressions (one each for small and medium firms) then there exists multicollinearity between various categories of control variables, taking either a value '1' or '0' throughout or in most cases. This makes the estimation of the coefficient for the particular dummy variable impossible. Thus, technically, it is not possible to estimate regressions separately for small and medium firms. In addition, the case of large firms is also not considered here due to the small number of observations. Table 8 presents the results for the second hypothesis. Here again, probit regression model is used to estimate the effect of marketing and organizational innovation on copyright-used as a proxy to measure firm performance. The Model 1-3 in Table 8 report the results without including control variables while Model 4-6 provides the findings including controls. More specifically, Model 1 considers the effect of marketing innovation on firm performance only, Model 2 analyzes the effect of organizational innovation on firm performance only, and Model 3 estimates the impacts of both, marketing and organizational innovation on firm performance. Model 4-6 work in parallel to Model 1-3 but do not include control variables. Overall, Model 6 is a more general model as it analyzes the impact of both, marketing and organizational innovation and all control variables on firm performance.
The empirical findings based on Model 1, 3, 4 and 6 suggest a positive and significant effect of marketing innovation on firm performance since p-value is less than 1% in all cases. In addition, the coefficient of organizational innovation is also found to be positive and significant (Model 2 and 5). However, it is insignificant in Model 6, where all control variables are added too. The pseudo R2 is reasonable for the model with controls suggesting a relatively better fit that the models without control variables. The p-value of LR statistic is zero to three decimal places in all models suggesting the joint significance of the regressors (Model 3-6). These findings suggest that H2 is supported in case of marketing innovation only. It is important to note that organizational innovation is found to be significant when taken individually (Model 2 and 5), however, its impact on firm performance gets diluted when both types of marketing and organizational innovations are considered together.
The empirical findings of this study are consistent with previous studies that also support the idea that all types of innovations (product, process, marketing and organizational) are (more or less) positively and significantly linked with some aspect of firm performance in manufacturing firms (Gunday et al., 2011) . However, the empirical results are in contrast with Atalay et al. (2013) who show that marketing and organizational innovation do not have a positive (and significant) influence on firm performance in case of the automotive industry.
In sum, the results suggest that marketing innovations are more likely and organizational innovations are less likely to stimulate the firm performance in the service sector. 
Conclusion
This paper considers the case of marketing and organizational innovation for the subsidized and non-subsidized firms. Particularly, the firms are subdivided into three categories depending upon the total number of employees (small, medium and large) and the impact of public subsidy is analyzed by comparing the marketing and organizational innovation between subsidy recipients and non-recipients. In addition, the paper covers the issue of marketing innovation and organizational innovation and their impact on copyright application-used as a proxy to measure firm performance. The empirical analysis is based on the micro data from Mannheim Innovation PanelServices (MIP) Germany. To our knowledge, this is the first study to analyze the effect of marketing as well as organizational innovation on firm performance (measured in terms of copyright applications). Thus, it fills an important gap in the existing literature. The empirical findings reveal interesting results for the subsidized as well as nonsubsidized firms while focusing on small and medium firms.
Firstly, the basic summary statistics suggest that subsidized firms are more involved in marketing and organizational innovation than non-subsidized ones and this is found true for all types of firms (small, medium and large). However, reader should take into account, that we omit the large firms due to low number of observations, the overall impact of subsidized firms gets diluted in case of large firms (see details of subsidy recipients in Table 2 ) These results are further confirmed via probit regression as well. However, the results of probit regression show a positive impact for the subsidized firms, i.e., these firms are more involved in innovations of both types (organizational as well as marketing). Moreover, these results are found to be significant for small and medium firms.
To avoid the selection bias, propensity score matching is used and in particular, three popular methods-kernel, nearest neighbor matching and radius matching are used to carry out the empirical analysis. The results of kernel matching, nearest neighbor and radius matching suggest that the impact of subsidy on marketing and organizational innovation is positive as well as significant for the small firms, while in case of medium firms, all matching methods show positive and significant effects of subsidy on organizational innovation.
Secondly, the impact of marketing and organizational innovation on firms' performance taking copyrights as proxy is also analyzed for small and medium firms via probit regression. The empirical findings suggest that the impact of both, marketing and organizational innovation, is highly significant on the performance of small and medium sized firms.
Further, the empirical findings for both types of innovation (Model 1-6) suggest that marketing innovation has a highly significant impact on firm performance in the whole sample (combining both small and medium firms), while organizational innovation has less significant impact on firm performance.
All in all, the empirical findings suggest that public R&D subsidy matters for marketing and organizational innovation in service firms and ultimately its effect on firm performance. In addition, the impact of public subsidy is found to be positive as well as significant on firm performance implying that the subsidized firms are more likely to perform better than their counterparts. Moreover, the results show that a public subsidy program is successful and it increases the probability of applying for a copyright in case of small and medium sized firms. Moreover, public subsidy also stimulates the marketing and organizational innovation in small and medium firms.
Based on empirical findings, it is recommended that the government should provide subsidy to firms of all sizes in the service sector especially to the small and medium sized ones to enhance the firm performance and to bring about innovation.
